L e

SECURL: ixomitw aALﬂAI‘hlLLUMMLbeON
Washln_g__ton,_l) C. 20549

ANNUAL . AUDITED REPORT

FORM X-17A-5
PART til

FACING PAGE

(72

OMB APPHROVAL
OMB Number. 32350123
Exp:rea Februaryza 2010
Estimated average. burden
hours pafmsponse.. ....12.00

SEC FILE NUMBER

..._..._——--—4

3-67113

Anformation’ Required of Brokers-and Dealers Pursuant to-Section 17: -of the'
‘Securities Exchange Act of 1934 iind Rule: 17a-5 Thierennder

REPORT-FOR THE PERIOD BEGINNING . 01701/07 :AND ENDING 12/31/07
Mwnmw ‘MM/DDIYY”
‘A: REGISTRANT mENTIFICA’I‘ION
‘NAME OF:BROKER-DEALER: NPB ‘Financig;l,.: Groéups, LLE OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE:OF BUSINESS? (Do not use P.0. Box'No:)

FIRM LD;NO.

3500 W. Olive Avenue, Suite 300 )

.(No. and Streel}
Burbank, California '91505-4647
(City) Sty {Zip Cade). i

NAME AND TELEPHONE;NUMBEROE:RERSON TO CONTACT IN’ REGARD! TO THIS REPORT
Gary K. Ching.. 818-827-7132
o (.A‘r:a‘Code_ Telephone:Number)

‘B. ACCOUNTAN T IDENTIFICATION

_ INDBPENDBNT‘ PUBLIC ACCOUNTANT w”hosc opmlon ls comamed in this Repon'

Elizabeth Tractenberg; CPA _ e o
{‘Nm- =if bldeuaf nate. !ur. ﬂm middh Mm)

3832 Shannon Road ‘Los Angeléa, CA ,90027-1442
(Address) (Ciry) {Stato) (Zip Code)
CHECK.ONE:’

& Cenified Public:Accountant
L[] Public Accountant

[PROCESSEL

o Accountant not. remdem in Unucd Smes ‘or: any of-its possessions. MAR 2 ] 2008
" ¥OR OFFICIAL USE ONLY “THOMSUiv
FINANCIAL

*Claims for Hﬂmynonﬁom the: requiremenr that the-onnual repory be covered by, the opmion of an independent pubkc accouniant’
must; 59 supporied by a statement offact: and clircumstances relied on os:the basis for the exemption, See Section'240.17a-3 (e)(2)

SEC
Potonlat Mall Processing
: otentlal persons who: are to. respond 1o the: coliactl 1 ection
$EC 1 41().'(06-02) Imormnlonconulnodlnthllformagonotr ulredto ren?’l:mod Sectio
2 ? unlmlnﬁm dllplayncurrenﬂyvalldou oonlro!numhar |"EB 2 g 2008
Washington, DG

1 100




OATH, OR AFFIRMATION.

1, ... Gary K. Ching 3 , BWeAf (or affirm) that, o the best of
Ty knowledge and-belief the:accompanying financial’ “statémient and supporting schediiles péreining to the firm of.

lﬂPB Financial Group 2 LLC . L. __ ., 28
of ___ Docember 3 | 20_07___, are true and correct. [ further swear (or affirm) that

netther the , company.nor. nn_y partner, praprtetor, prmclpul officer or dlrector has’| any proprletary interest in my ‘aceount
classified solely ad.that-of a customer; except.as.follows:

‘None

o

| | . /(/ Sigrture U
SEE ATTACHED DOCUMENT - ; 6(cro

" Title
‘Notary Public
“This teport ** contaifis (chcck all appltcablc boxés):
& (a) ‘FacingPage. "
K (5)“Stetement: omeanclal Condmon
& (c) Sutementof Incame (Losa):
& (d) Statenicnt-of-Cash Flm . ¥
@ (e) Statement of Changes in Stockholders quty or. Paﬂners or Sole Propriétora’-Capital:
O (D Statement:of Changes'in Liabilitics.Subordinsicd to, Clmms of Creditors.
- MY ‘Computation of Net Capital,
D; (h) "Compur.mon for. Determmatmn ofi Rcsurve Raqulrem-ms Pursuant to Rule 15c3 3.
& ). Information Relating:to the Pouessmn or Control’ Requlrements Undcr Rule, 151:3-3
O 6 -A Rcconc:hanon mcludmg appropnate explanutmn afthe Compummn of Net'Cn.pml ‘Undef Riile'15¢3-1.and the:
Compumnon for Determination of the Reserve: Requlrements.Under Exhibit:A-of Rule 15¢3-3.
& 1(&) A Reconmlmuon Bariéen the audited and.inauditad: Stateimerts'of Pirnncidl Condition, .

' (l] An Oath orAffirination.

. ‘{m) A copy of the SIPC Supplemelital Répoft:
(n¥ A rcport descnbmg any mastérial madequécles fourid ta exist'or foundto Have existed dincethe date of the prevmus audit.

mq :q:

*YFor condltions of confidential. trca:mem.of certain portions of this:filing, see section 240.17a:5¢2)(3).




J urat

. State of California-

County of Los Afgetes

Subscribed and swomn to (er-afﬁn;rxcd) bf:,fore' me on this, 277 day of F-e v U«O\"\;l‘*-' R
20066 v _Adam CAnstophec Holmes , Notaey :

proved to me on the basis of satisfactory evidence to be the person(¥) who appeared before me. .

Signature i {Notary seal) . o .
! ADAM CHRISTOPHER HOLMES '

Commission # 1703638 |

i Notary Pubtc - Califomia |

OPTIONAL INFORMATION

INSTRUCTIONS FOR COMPLETING THIS FORM
The wording of all Jurats complesed in California after Jaruary 1, 2008 st
be in the form as set forth within this Jurat. There are no exceptions. If a Jurat
o be compleied does mot follow this form, the netory must correel the
verbiage by using a jura: stamp containing the correci wording or atiaching a

separate jural farm suck as this ore which does contain proper wording. In
DFSCR[PT!(ig FTHE AWACHED D—?-CUMENT . addition, the notary must require an oath or affirmation from the document

tigner regarding the truthfulmess of the contents of the document. The
e - 'Ij ] docrarent must be signed AFTER the oath or affirmation. [f the decument was
mr\,n e ngswp ! 0:116:;;%3_‘1 oc%f = praviously signed, it must be re-signed in front of the notary public during the

Jural process,

.

CTitlc or deseription of aftached decurmon continued) State and County information must be the State and County where the
document signer(s) personally appeared before the notary public.

) . A Date of notarizetion must be the date that the signer(s) personally zp,,carcd
Number of Pages A— Documen Da[F—mCE which must also be the same date the jural process is completcd
Prini the name(s} of documens mgner(s} who personslly appear at the ume of

notanzation
Signature of the notary public must match the signatuze on file with the office

(Additional information)

of the county clerk,
The notery seal impression must be clear and photographically reproducible,
{mpression must not cover text or ines, if seal impression smudges, re-seal if a
sufficient area permits, otherwise completz a different jurat form.

4 Additionat information is agt reguired but could help to ensure this

jurat is not misused or attached to a different document.
% Indicate Utle o1 type of aitached document, number of pages &nd date,

Securely attach (his document to the signed document

»

2008 Version CAPA v1.9.07 800-873-6865 \\"w‘.v..NotaryCissses.com




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

ANNUAL AUDIT REPORT
DATE - DECEMBER 31, 2007
NPB FINANCIAL GROUP, LLC

3500 W Olive Ave., Suite 300
Burbank CA 91505-4647



CONTENTS

PART ]

Independent Auditor’s Report

Statement of Financial Condition
Statement of Operations

Statement of Changes in Members’ Equity
Statement of Cash Flows

Notes to Financial Statements

SUPPLEMENTAL INFORMATION
Schedule of Operating Expenses

Computation of Net Capital Pursuant to Rule 15¢3-1
of the Securities and Exchange Commission

PART Il

Statement of Internal Control

o0 W f Lo B —

10

1-12



Elizabeth Tractenberg, CPA

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA 96027
323/669-0545 — Fax 323/669-0575
clizabeth@tractenberg.net

INDEPENDENT AUDITOR’S REPORT

Member Managers
NPB Financial Group, LLC
Burbank, California

I have audited the accompanying statement of financial condition of NPB Financial
Group, LLC (the Company) as of December 31, 2007 and related statements of
operations, cash flows, and changes in members’ cquity for the ycar then ended. These
financial statements are being filed pursuant to Rule 17a-5 of the Securitics Exchange
Act of 1934 and include the supplemental schedule of the net capital computation
required by rule 15¢3-1. These financial statcments are the responsibility of the
Company's management. My responsibility is to cxpress an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United Statcs. Those standards require that I plan and perform the audit to obtain
reasonablc assurance about whether the financial statements arc frce of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles uscd and significant estimates made by management, as well as
cvaluating the overall financial statcment presentation. 1 believe that my audit provides a
rcasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material
respects, the financial condition of the Company as of December 31, 2007 and the results
of its operations, cash flows and members’ equity for the year then ended in conformity
with accounting principles generally accepted in the United States.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the supplemental information
on page 9 is presented for purposes of additional analysis and is not a required part of the
basic financial statements. Page 10 includes supplemental information required by Rule
17a-5 of the Securitics and Exchange Commission. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in my
opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

Elizabeth Tractenberg, CPA
Los Angeles, California
Fcbruary 5, 2008 1



NPB FINANCIAL GROUP, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007
ASSETS

Cash and equivalent § 238,594
Clearing broker deposit 25,000
Commissions receivable 377,874
Organization costs, nct of accumulated amortization of $1,757 11,421
Other receivable - non allowablc 6,026
Other assets and deposits 4,833
Prepaid expenses 26,839
Furniture, fixtures and cquipment

net of accumulated depreciation of $6,576 10,602

TOTAL ASSETS $ 701,189

LIABILITIES AND MEMBERS' EQUITY

LIABILITIES
Accounts payable and accrued expenses 354,332
Commissions payable 128,053
TOTAL LIABILITIES 482,385
MEMBERS' EQUITY 218,804
TOTAL LIABILITIES AND MEMBERS' EQUITY $ 701,189

See Accompanying Notes to Financial Statements
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NPB FINANCIAL GROUP, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUE
Commissions
Advisory fees
Other income
TOTAL REVENUE
DIRECT COSTS
Advisory fec expense
Commissions Expense
Clearing Expense
Communications
TOTAL DIRECT COSTS
GROSS PROFITS
OPERATING EXPENSES - see page 9
INCOME (LOSS) BEFORE INCOME TAX PROVISION

INCOME TAX PROVISION

NET INCOME (LOSS)

See Accompanying Notes to Financial Statcments

3

3,777,032
1,766,068
337,985

5,881,085

1,704,322
3,298,150
71,811
19,869

5,094,152

786,933

790,666

(3,733)

12,590

(16,323)




NPB FINANCIAL GROUP, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2007

Retained
Paid-In Earnings
Capital (Deficit) Total
Balance, December 31, 2006 $ 290,000 5 (145,873) $ 144,127
Paid in capital 91,000 91,000
Net Income (loss) (16,323) (16,323)
Balance, December 31, 2007 3 381,000 3 (162,196) § 218804

See Accompanying Notes to Financial Statcments



NPB FINANCIAL GROUP, LLC
STATEMENT OF CASH FLOWS

DECEMBER 31, 2007

Cash Flows from Operating Activities:

Net income (loss) 3 (16,323)
Depreciation and amortization 3,397
Changes in operating assets and liabilitics:
Commissions receivable (372,481)
Other reccivables (2.168)
Other assets and deposits (3,203)
Prepaid expenses (24,073)
Accounts payablc and accrued expenses 344,489
Commissions payable 81,379
Net cash used in operating activitics 11,017
Cash Flows for Investing Activities:
Purchase of furniture, fixture and equipment (7.034)
Net Cash Used in Investing Activitics (7,034)
Cash Flows from Financing Activities:
Capital contribution by members 01,000
Net Cash Flows from Financing Activities 91,000
Net increase in cash 94,983
Cash at beginning of year 143,611
Cash at end of year $ 238,594
SUPPLEMENTAL INFORMATION
Interest paid $ 1,448
Income taxes paid 3 6,800

See Accompanying Notes to Financial Statements
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NPB FINANCIAL GROUP, LLC
| NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 1 - NATURE OF BUSINESS

NPB Financial Group, LLC (the “Company”) was organized as a Limited
Liability Company in the State of California on August 19, 2005 and is rcgistered
with the Securities and Exchange Commission as a broker-dealer in sccurities.
The Company is also registered as a broker-dealer with the National Association
of Securities Dealers, Inc. The NASD and NYSE Member Regulation
consolidated in 2007 to form the Financial Industry Regulatory Agency
(“FINRA™).

The Company has an agreement with its clearing broker to clear securitics
transactions, carry customers’ accounts and perform certain recordkecping
functions. Accordingly, the Company operates under the cxemptive provisions of
Securities-and Exchange Commission (SEC) Rule 15¢3-3 (k)(2)(ii). As a result,
the Company is exempt from certain provisions and requirements of the Securitics
Exchange Commission.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates - The preparation of financial statements in conformity with
gencrally accepted accounting principles in the United States of America requires
management to make estimates and assumptions that affcct the reported amounts
of asscts and liabilities and disclosures of contingent assets and liabilitics at the
datc of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those
estimates.

Cash and Cash Egquivalents - The Company considers all highly liquid
investments with original maturitics of three months or less to be cash
equivalents. At December 31, 2007 the Company had $151,311 in a bank
account. The Federal government under the Federal Insurance Deposit Act
insures deposits up to $100,000.

Property, Equipment and Depreciation - Property and cquipment are carried at
cost. Depreciation is calculated using a modified accelerated cost recovery
system. The cstimated lives of the depreciable assets range from five to seven
years.

Revenue Recognition - The Company recognizes revenue upon rendering of
services.

Income taxes - The Company files its income tax returns as a Limited Liability
Company (LLC).
6



NPB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2007

NOTE 3 - NET CAPITAL REQUIREMENT

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securitics and
Exchange Act of 1934, the Company is required to maintain a minimum net
capital ($5,000), or 6 2/3% of aggregate indebtedness, whichever is greater, as
defined, under such provisions. See page 10 for the computation of net capital.

NOTE 4 - DEPOSIT - CLEARING ORGANIZATION

The Company has an agreement with its clearing broker which requires a
minimum deposit of $25,000.

NOTE 5 - PROVISION FOR INCOME TAXES

The Company files its incomc tax returns.as a Limited Liability Company (LLC).
Income and losses of LLC’s pass directly to the members. The State of California
requires LLC’s to pay a minimum $800 plus a percent of its revenue computed on
an ascending scale.

NOTE 6 - COMMITMENTS AND CONTINGENCIES

The Company has an agreement with its clearing broker whereby a penalty is
charged for early termination, $75,000 the first two years and $50,000 the next
two years.

NOTE 7 - OFF BALANCE-SHEET RISK

The customers’ securities transactions are introduced on a fully disclosed basis
with its clearing broker-dealer, The clearing broker-dealer carries all of the
accounts of the customers of the Company and is responsible for execution,
collection and payment of funds, and receipt and delivery of securttics relative to
customers’ transactions. Off balance-sheet risk exists with respect to these
transactions due to the possibility that a customer may charge any losscs it incurs
to the Company. The Company secks to minimize this risk through procedures
designed to monitor the credit worthiness of its customers and to ensure that
customer transactions are exccuted properly by the clearing broker-dealer.



NPB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2007

NOTE 8 - COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS
PER RULE 15¢3-3.

A computation of reserve requirements is not applicable to the Company as the
Company qualifies for exemption under Rule 15¢3-3 (k)(2)(ii). All customer
transactions are cleared through its clearing broker on 2 fully disclosed basis.

NOTE 9 - INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS PER RULE 15¢3-3.

Information relating to possession or control requirements is not applicable to the
Company as the Company qualifics for exemption under Rule 15¢3-3 (k)}(2)(11).
All customer transactions arc cleared through its clearing broker on a fully
disclosed basis.



NPB FINANCIAL GROUP, LLC
SCHEDULE OF OPERATING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2007

OPERATING EXPENSES
Consulting $ 80,341
Depreciation and amortization 3,397
Insurance 7,470
Intercst expense 1,448
Meetings and conferences 124,395
Office supplies 6,474
Payroll and related 466,814
Postage and delivery 3,728
Professional fees 8,836
Registration and regulatory fees 31,954
Rent and parking 29,157
Software 11,286
Travel 10,893
All other 4,472
TOTAL OPERATING EXPENSES $ 790,666

See Accompanying Notes to Financial Statements



NPB FINANCIAL GROUP, LLC

COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 135¢3-1
DECEMBER 31, 2067

COMPUTATION OF NET CAPITAL

Total owncrship equity from statement of financial condition $ 218,804
Nonallowable assets:

Organization costs, net of accumulated amortization of $1,757 11,421

Other receivable - non allowable 6,026

Other assets and deposits 4,833

Prepaid expenses 26,839

Furniture, fixtures and equipment

net of accumulated depreciation of $6,576 10,602 (59,721)

NET CAPITAL $ 159,082

COMPUTATION OF NET CAPITAL REQUIREMENTS
Minimum net aggregate indebledness -

6-2/3% of net aggregate indebtedness 3 32,159
Minimum dollar net capital required 3 5,000
Net Capital required (greater of above amounts) $ 32,159

EXCESS CAPITAL $ 126,923

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness) $ 110,843
COMPUTATION OF AGGREGATE INDEBTEDNESS
Total habilities 3 482,385
Percentage of aggregate indebtedness to net capital 303.23%
The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):
NET CAPITAL PER COMPANY'S COMPUTATION $ 139,388
VARIANCE
Reduction of prepaid expenses 18,895
Reduction of Accrued Expenses 800
Rounding (1)
NET CAPITAL PER AUDITED REPORT $ 159,082

See Accompanying Notes to Financial Statements
10




PART II
NPB FINANCIAL GROUP, LLC
STATEMENT OF INTERNAL CONTROL

DECEMBER 31, 2007



Elizabeth Tractenberg, CPA

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA %0027
323/669-0545 - Fax 323/669-0575
elizabeth@tractenberg.net

Independent Auditor’s Report
on Internal Accounting Control Required by SEC Rule 17a-5

Member Managers
NPB Financial Group, LLC
Burbank, California

In planning and performing my audit of the financial statements and supplemental
schedules of NPB Financial Group, LLC (the Company) for the year ended December 31,
2007, 1 considered its internal control, including control activitics for safeguarding
securities, in order to determine my auditing procedures for the purpose of expressing my
opinion on the financial statcments and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
1 have made a study of the practices and procedures followed by the Company including
tests of such practices and procedures that 1 considered relevant to the objectives stated in
Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under Rule 17a-5(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company docs not carry
securities accounts for customers or perform custodial functions relating to customcer
securities, I did not review the practices and procedures followed by the Company in any
of the following:

1. Making quarterly sccuritics examinations, counts, verifications, and
comparisons

2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under
Scction 8 of Federal Reserve Regulation T of the Board Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC's above-mentioned objectives, Two
of the objectives of internal control and the practices and procedures are to provide

11



Member Managers
NPB Financial Group, LLC
Burbank, California

management with reasonablc but not absolute assurance that assets for which the
Company has responsibility are safcguarded against loss from unauthorized usc or
disposition, and that transactions arc exccuted in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in
conformity with gencrally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in intcrnal control or the practices and procedures referred
to above, crror or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the cffectiveness of their design and
operation may deteriorate.

My consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards cstablished by the American
Institutc of Certificd Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a
timely period by ecmployees in the normal course of performing their assigned functions.
However, | noted no matters involving internat control, including control activitics for
safeguarding securities that [ consider to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposcs in accordance with the Sccuritics Exchange Act of 1934 and related rcgulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposcs. Based on this understanding
and on my study, I believe that the Company's practices and procedures werc adequate on
December 31, 2007 to meet the SEC's objectives.

This report is intended solely for the information and usc of the Member Managers,
management, the SEC, FINRA, and other regulatory agencics that rely on Rule 17a-5(g)
under the Sccuritics Exchange Act of 1934 in their regulation of registercd brokers and
dealers, and is not intended to be and should not be used for anyone other than these
specified parties.

i e
Elizabeth Tractenberg, CPA

Los Angeles, California E
February 5, 2008 ND
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